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Chairman of the Board 
Quite recently Blue Cross and Blue Shield entered into 
contracts with the State of Florida to provide coverage for its 
employees and their dependents numbering more than 
150,000 individuals. Measure this by the dollar and man-
power requirements involved and it becomes a dramatic 
demonstration of the administrative and economic stature of 
the "Blues" in Florida. The monetary and manpower muscle 
required to service a group of this size is no longer a prob-
lem to our personnel or a threat to our economy. 
Equally significant of our growth and stature is our new 
role as a defendant in litigation seeking to limit or hamper 
our activities. 
During the same period, and with the not always gentle 
prodding of our President, Jack Herbert, we have been able 
to keep ahead of housing problems that could have fragment-
ed and hampered our administrative operations. A majestic 
new building has been added to the Jacksonville skyline on 
Riverside Avenue, which when completed will permit the 
housing of administrative forces of the "Blues" of Florida at 
one location. 
With our ever increasing and expanding development, 
we are reasonably secure against attacks from without. How-





















which we can destroy ourselves. That specter is compla-
cency. And in this final message I urge you to keep running 
scared. Also , keep the membership of our Board flexible and 
democratic. And above all , keep Jack Herbert as our admin-
istrative leader. 
Much of what has been accomplished by the "Blues" 
during the past twelve months has required the sanction and 
approval of the Insurance Commissioner of the State of 
Florida. With life or death power over our operations, Com-
missioner O'Malley has chosen to give us encouragement 
rather than punishing restrictions. I presume to speak for 
all of us in expressing deep gratitude. 
Satchel Page had a number of homely philosophies 
about life, living and your attitude towards them. I find one 
of them particularly apropos of my emotions at this moment: 
"Never look back. Something might be catching up with you." 
~~ 
Chairman of the Board 
• 
J. W. Herbert 
President 
President's Message 
Significant increases .. . in the number of Blue Cross 
subscribers, in payments to contracting hospitals for more 
hospital care, and in continuing expansion of facilities, mark-
ed the 28th year in the history of Blue Cross of Florida 
which now reports to an active membership of 191 hospitals. 
In this twelve month period, Blue Cross enrollment 
grew by 101,819, to a tota l membership of 1,568,217. 
More significant, however, is the fact that we have: 
Paid to hospitals on behalf of Florida members 
$100,354,612. 
Paid to hospitals on behalf of other Blue Cross Plans 
$30,726,946. 
Paid on behalf of Medicare beneficiaries $294,201 ,733. 
Paid on behalf of Medicaid beneficiaries $1 ,400,704. 
Total payments from October 1, 1971 through Septem-
ber 30, 1972 were $426,683,995. This is an increase in 
payments of $84,558,203 over the last twelve month period. 
Effective October 1, 1972, we began to cover em-
ployees of the State of Florida under an approved Plan of 
benefits partially paid for by state funds. This will be a 
group of about 150,000 people and we real ize it may pose 
some problems with hospitals to get the group started. We 
are putting all our resources into it and ask for your con-
tinued cooperation to make the program work. 








































Last year in the Annual Report we spoke about our 
belief that people are joining Blue Cross in increasing num-
bers because we were making an honest, sincere and con-
tinuing effort (1) to keep their hospital plan responsive to 
their request for coverage and in line with their own hospital 
bill, (2) to offer efficient and consistent service for both 
basic and major medical contracts and (3) to maintain low 
administrat ive expenses in order to put most of our money 
in benefits. 
It is now a generally accepted maxim that Blue Cross 
should not just get people to pay the rates and then simply 
pay that money out on undocumented demand. We know 
that we must "impact " on these monies and add something 
to them. We are attempting to do this by writing broad bene-
fits that will take the accent off the sole use of expensive 
in -patient services. Internally we work through utilization 
review - examin ing claims for unnecessary or inappropriate 
use. Externally our efforts are through active support of area 
wide plann ing to promote the creation of an atmosphere 
where the development of reasonably correct capital ex-
penditures may be discussed and held up for public scrutiny. 
We also feel the need to become involved in health education . 
It is my firm belief that we need to take a hard look at our 
own health practices before we launch new benefit patterns 
in health prepayment. There is no foolproof health system 
that will operate automatically to insure good health. Any 
and every system will go bankrupt from the demands made 
on it unless the subscriber becomes involved and cooperates 
in molding his own personal life style to meet his own health 
needs. 
We recently witnessed the passage of H.R. I, which is a 
federal bill largely dealing with Medicare and Medicaid . 
Even though this legislation was over three years in the 
making it contains areas that many people fee l didn't go far 
enough, as well as areas that some people believe went too 
far. Your management testif ied in 1969 at a Senate Finance 
Committee hearing in Washington about several things we 
felt should be changed. One of these in particular - dealing 
with Fair Hearings - is now incorporated in the bill. The 
overall impact of this bill on your activities, and on our ability 
to respond, has not yet been adequately measured but, we 
wish to assure you many hours have gone into the drafting 
of plans to meet these changes. We tentatively believe it 
will increase our activity by 20 to 30 percent, taking into 
consideration claims volumes, new benefit areas, increased 
dollar payments, inclusion of people of ages not presently 
covered, setting up the control mechanisms called for in the 
bill and working with providers to mesh our related activities 
for smooth performance. 1973 promises to bring many new 
chal lenges in the health care field . 
We were saddened during the year by the death of two 
very devoted men who contributed so much to Blue Cross. 
H. P. Osborne, Sr., in whose office the Plan's legal birth took 
place, who drafted the f irst contract, and who was the num-
ber one subscriber and served as Legal Counsel for many 
years, passed away on July 15, 1972. Dr. Richard T. Shaar, 
who was serving on our Claims Committee when Medicare 
began quickly rea lized the depths of that Program, and came 
to us full time. He worked above and beyond the call of duty 
in our Medicare Program and died unexpectedly on July 25, 
1972 from a heart attack. We wi ll miss both of these men but 
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I would be negligent if I did not express my deepest 
gratitude to the Board of Directors for their loyal and devoted 
service on Committees and constant attendance at our Board 
Meetings. Their understanding of our problems and their 
guidance has been tremendous. 
One other major note of regret marks this year's meet-
ing. The Chairman of our Board, Mr. Frank J. Kelly, a sincere 
and dedicated servant of Blue Cross of Florida and the public 
it serves, has chosen not to stand for re -election to the Board. 
We will all miss him in so many many ways that it is impos-
sible to describe. We can only say again to him, as we said 
last night at his final Board Meeting as Chairman , "Fortiter, 
Fideliter, Feliciter" ... boldly, faithfully, successfully. 
In concluding my report I would like to say that the 
accomplishments of the officers and staff in coping with last 
year's problems have been that one great dimension that 
makes it possible to look ahead with .a hopeful heart that 
"we will do the iob again in 73" . These men and women have 













Average Cost Per Stay 
In Florida Blue Cross 
Participating Hospitals 
by Day ... by Case 
--• Hospital Cost Per Day 
- - - Hospital Cost Per Case 
1965 1966 1967 1968 1969 1970 
Average Length of Stay (days) 
7.0 6.4 6.3 6.4 6 .3 6.3 
% of Bill Pa id by Blue Cross 
79.20 % 79.20 % 79.20 % 81. 50 % 80.00 % 8 1.08 % 
1971 
6.2 




















)0 % 80.00% 
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Auditor's Report 
Lybrand, Ross Bros. & Montgomery does an 
annual audit of the operations of Blue Cross 
of Florida, based on a calendar year, which 
isthe fiscal year for Blue Cross. This audit is 
used to prepare the annual statement which 
we must file with the Insurance Department 
by March 1, of the following year. Copies 
of this report are distributed to the Board of 
Directors and are also available to any 
participating hospital. 
• 
30 Hospitals Received 
Over $4,000,000 from 
All programs handled by 
Blue Cross of Florida 
The continued growth of Blue Cross' role in the health 
care picture is evidenced by the fact that thirty hospitals 
received over fou r million dollars in payments (all programs) 
in the 12 month period end ing September 30, 1972. 
St. Lukes Hospital .. ... ..... ....... .. .... ... .... ... .... ... $4,037,481.2 1 
St. Vincents Hospital ... .. ..... ..... .... . ... ........ ..... 5,560,577 .25 
Baptist Memorial Hospital ... ... ... ... ........ ........ 4,786,648.05 
Memorial Hospital of Jacksonville . . . ... . . . . . .. . . 4,298,020.24 
Jackson Memorial Hospital ....... ... .... ............ 8,201 ,161.79 
St. Francis Hospital , Inc . ............ ... ......... ..... . 6,471 ,291.69 
St. Marys Hospital ....... ..... ..... .... ..... .... ....... ... 5,162,003.20 
Broward General Medical Center ......... ....... .. 6,403 ,235.82 
Mount Sinai Hospital ..... .. .......... .... .............. . 18, 720,453.56 
Mercy Hospital ..... .......... ..... ..... ... .... ..... . .... 7,047,051.03 
Memorial Hospital .. ...... ........ ....... .......... ... .... 7,434,267.46 
Holy Cross Hospital .... .. ... .. .. .. ........ .... ........... 5,918,829.84 


































Cedars of Lebanon Hospital ......... .. ... ............ 6,856,931.68 
Miami Heart Institute ...... ....... ...... .... .. .. ... .. .... 6,260,371.04 
North Miami General Hospital, Inc . ......... .. ..... 6,066,649.04 
John F. Kennedy Memorial Hospital ............ 4 ,249,882.72 
Boca Raton Commun ity Hospital ... ... ........... 4 ,395,128.34 
Florida Hospital ............. .. ..... ...... ... ......... .. .. 6,118,592.59 
Halifax Hospita l, Medical Center .... ......... ... .. 5,840,722.06 
Bayfront Med ical Center, Inc . .. ... ...... ..... .... .. .. 4,866,961.52 
St. Anthonys Hospital , Inc . .. ... ....... ..... ...... ..... 6,346,314.29 
St. Josephs Hospital .. ... .. .. .. ......... ................ .. 4,519,092.51 
Morton F. Plant Hospital .............. ... .... .. ... ..... 7,473,263.26 
Tampa General Hospital .... .... ...... ......... ......... 4,200,586.56 
Memorial Hospital ................... .. .. .. ......... ...... 6,872,268.84 
Lakeland General Hospital ............................ 5,061,130.97 
Lee Memoria l Hospital .. .. ............ ... ..... ... .. ..... 4,294,583.06 
Manatee Memorial Hospital .. .. .. . .. .. .. .. . .. .. . .. .. . 6,156,765.03 
Palms of Pasadena Hospital .. ........................ 4 ,708,229.58 
Blue Cross of Florida, Inc. 
Balance Sheets 
As of September 30, 1972 and 1971 
ASSETS 1972 1971 
Cash 1,144,243 1,707,909 For 12 I ...... ·· ··· · · ··· ·· · 
Accounts Receivable 8,625,666 5,174,398 Septemb 
Accrued Interest Receivable .. 218,366 201,866 
Prepaid Expenses · ···· · · ·· · 280,234 250,406 
Note Receivable, Blue Fees Ear 
Shield of Florida, Inc . . 1,505,100 1,712 ,700 
Hospitali Investments, At Cost . 22,614,360 20,256,452 
Fixed Assets, Less lncurre1 
Depreciation 7,905,602 3,861,405 Exces! 
Deposits .. . .. 37,198 14,711 Hosr 
Deferred Compensation lncut 
Funds ......... 294,699 263 ,676 Operatin 
42,625,468 33,443 ,523 Excess 
LIABILITIES, DEFERRED Costs 
INCOME AND RESERVES Oper 
Accounts Payable 2,120,223 1,213 ,236 Other ln1 
Mortgages Payable . 10,279 12,902 lnvestrr 
Deposits Payable . 1,592 ,747 1,306,693 Net Inca 
Reserve For Hospitalization Approp 
Claims ............. 11,400,870 9,737 ,392 
Deferred Compensation Net Add i 
Funds . . . . . . . . . . . . . . 294,699 263 ,676 (Red u 
Total Liabilities And Reser 
Claim Reserves ... 15,418,818 12,533 ,899 Cor 
Deferred Income And 
Unallocated Receipts 4,747,888 4,423,762 
Reserve for Furniture & 
Fixtures ...................... 99,600 






















Statement of Operations and 
Reserve for Contingencies 
For 12 Months Ended 
September 30, 1972 and 1971 
1972 
Fees Earned . . .. ... ... .. $110,082,807 
Hospitalization Costs 
Incurred .. ....... ........... ... .. 100,248,840 
Excess of Fees Over 
Hospital Costs 
Incurred ..... .... .... .... ... .. $ 9,833,967 
Operating Expenses ..... ... .... 5,941,945 
Excess of Fees Over 
Costs Incurred And 
Operating Expenses .... $ 3,892,022 
Other Income, Including 
Investment Income .... ...... 1,527,829 
Net Income .... .. ........... .... .. $ 5,419,851 
Appropriated Surplus 99,600 
Net Addition to 
(Reduction of) 
Reserve for 
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